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FY21 Results

SITreported positive results in FY21, even if the last quarter was weaker than the
first nine months due to some margin erosion at the Smart Metering division. The
sharp net debt reduction was a positive surprise. 2022 should be temporarily
impacted by the conflict in Ukraine as SIT has a strategic supplier in the country
and had to adopt a contingency plan. We lowered by around 5% our EBITDA
estimate and set a new target price of EUR 12.4/sh. BUY confirmed.

4Q/FY21 results

FY21 results were slightly below our expectations, mostly due to the lower profitability of
the Smart Metering division in the last part of the year. The sales trend confirmed that
the heating business was still growing in 4Q21, but at a lower pace compared with the
first nine months, while the Gas Smart Metering business declined significantly, as
expected, due to the end of the roll-out in Italy. Net debt was below our estimate
decreasing to EUR 106.7M (from EUR 115.8M at Dec-20 and EUR 123.7M at Sept-21). DPS
was increased to EUR 0.30 (from EUR 0.28 in 2020).

Outlook and estimates

We believe the positive frend of SIT's reference market will continue, in particular for the
Heating division and we forecast a sales CAGR of around 5% up to 2024E while the
slowdown of profitability at the Smart Metering division should be recovered in 2022 as
SIT should benefit from new contfracts at higher prices. However, the impact of the
Ukraine-Russia conflict, specifically on one strategic supplier, has prompted SIT fo adopt
a contingency plan which should slow down the ongoing production transfer in Tunisia
with a negative impact on the EBITDA margin, which we now expect at 13.1% leading
to a net result 19% below our previous estimate. We also fine-tuned our 2023E forecasts
and added our 2024E esfimates.

Valuation

Following our estimates revision and the stock market drop (our peer sample was down
13.6% YTD), our target price has been reduced to EUR 12.4/sh (from EUR 13.7/sh). SIT
remains undervalued given the current 53% discount to 2022-23E peers’ EV/EBITDA. BUY.
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Price date (market close) 25/03/2022
Target price (EUR) 12.4
Target upside (%) 51.96
Market price (EUR) 8.16
Market cap (EUR M) 204.73
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Adj P/E (x) 13.1 14.1 9.9
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4Q/FY21 Results

Overall, FY21 results were slightly below our expectation, mostly due to the lower
profitability of the Smart Metering division in the last part of the year. The sales trend
confirmed that the heating business is still growing, but at a lower pace compared with
the first nine months, while the Gas Smart Metering business declined significantly, as
expected, due to the end of the roll-out in Italy. Janz revenues were up 24.1% (+6.8% in
4Q21). The key points of results were:

B Revenues down 5.1% in 4Q21. We recall that sales were already disclosed in January As expected, Metering was weak

(core sales at EUR 375.2M, +18.1% vs. 2020 with 4Q21 down 1.9% vs. 4Q20, consolidated in 4Q21

sales EUR 380.5M), with the Heating division up nearly 20% in 2021 (+3.5% in 4Q21) and

Smart Metering up 12.1% yoy (but down 17% in 4Q21) thanks to the conftribution of

Janz (+24.1% in FY21 and +6.8% in 4Q21). Italy was down 40.8% in the quarter, due to

the drop of Gas Smart Metering (water metering increased by 6.8% and Heating

division was stable), Europe was up 24.2%, with strong Central Europe and Turkey while

the UK was down 18% due to the shortage of components from other suppliers, the US

increased by 17.5% thanks to the booming trend of fireplaces (+40%) while

Asia/Pacific was up 1.2%;

SIT - Revenues breakdown in 4Q21 and FY21

EUR M 4Q20A 4Q21A % Chg. FY20A FY21A % Chg.
Italy 29.3 17.4 -40.8 107.7 107.0 -0.6
Rest of Europe 38.0 47.1 24.2 128.8 167.5 30.0
America 18.4 21.7 17.5 58.5 74.2 26.8
APAC 8.1 8.2 1.2 25.7 31.8 23.6
Heating 74.7 77 .4 3.6 249.0 298.3 19.8
Gas Metering 18.1 10.4 -42.3 68.6 57.1 -16.7
Water Metering 4.2 4.5 6.8 15.9 19.8 241

A: actual; Source: Company data

B EBITDA margin declined to 9.8% vs. 12.0% in 4Q20, somewhat below our Slight deterioration of EBITDA
expectations. The main reasons were: margin

[0 The reduction of the profitability in the Smart Metering division, as there were
difficulties in passing to customers higher production costs,

[ A higher weighting of labour costs (23.4% vs. 21.6% of sales in 4Q20) partially
offset by lower raw material costs,

O Overhead costs in the new plant in Tunisia.

EBIT reached EUR 1.4M in the quarter being penalised by higher D&A for the additional
PPA amortization of Janz. In the full year, the EBITDA margin reached 13.5%,
substantially in line with 2020 while EBIT margin increase to 6.4% from 6.2% in 2020.

B Pre-tax result penalised by warrants fair value: as expected, SIT accounted around EUR 9M negative impact for the
EUR 9M in FY21 for the fair value of warrants which are currently out of the money fair value of warrants
(EUR 9.3 strike price, expiring this year). In addition, the company accounted EUR
0.6M charge for derivatives unwinding and EUR 0.4M of non-recurring cost of the
refinancing of 3Q21, leading to EUR 13.7M of financial charges (EUR 3.7M adjusted)
and to a pre-tax profit of EUR 11.7Min FY21 (negative in 4Q21);

Intesa Sanpaolo Research Department 3
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B Net result adjusted at EUR 16.3M in FY21 (+21.6%), also thanks to a positive tax Adjusted net result up 21.6%
contribution of EUR 1.8M, already recorded in 1H21, due to the fiscal benefits
coming from the Patent Box. Stripping out all the adjustments, net result was EUR
8.2M vs. EUR 13.2M in FY20. SIT announced a DPS of EUR 0.30, bang in line with our
estimate, with a pay-out ratio of 1% and a yield of 3.7% at current market prices;

B Balance sheet: Net debt decreased to EUR 106.7M (from EUR 115.8M at Dec-20 and Net debt reduction thanks to
EUR 123.7M at Sept-21), below our expectations thanks to a sharp improvement of lower NWC
trade NWC now at 11.9% of sales vs. 15.5% in 2020 driven by lower trade receivables.
Net capex was EUR 26,1M in FY21, in line. The net debt/EBITDA ratio improved from
2.60x in 2020 to 2.08x and the gearing decreased to 0.69x from 0.76x in 2020. Capital
turnover improved to 1.25x from 1.08x in 2020;

SIT - 4Q/FY21 results

EUR M 4Q20A 4Q21E 4Q21A 4QA/E% 4Qyoy % 2020A 2021E 2021A 2021 A/E%  21/20%
Total Revenues 93.8 89.0 94.3 6.0 -5.1 317.6 375.2 380.5 1.4 19.8
o/w Heating 747 77.3 77.3 0.0 3.5 249.0 298.2 298.3 0.0 19.8
o/w Smart Metering 18.1 150 15.0 0.0 -17.0 68.6 77.0 76.9 0.1 12,1
EBITDA Adi. 12.2 12.2 9.3 241 0.0 44.6 52.1 512 17 148
Margin (%) 13.0 13.7 9.8 14.0 13.9 13.5

EBIT 4.5 39 1.4 -65.3 -13.1 19.6 26.3 24.3 75 240
Margin (%) 48 4.4 1.4 62 7.0 6.4

Pre tax 2.8 1.9 0.3 NM -32.3 16.0 13.3 1.7 -12.0 26.8
Net Result atir. 1.8 2.4 0.8 NM 29.9 13.2 11.0 8.2 25.1 -37.7
Net result adjusted 1.6 2.4 0.5 -78.7 50.0 13.4 17.6 16.3 73 21.6
Net debt 115.8 119.6 106.7 -10.8 33 115.8 119.6 106.7 -10.8 7.8

A: actual; E: estimates; NM: not meaningful; Source: Company data and Intesa Sanpaolo Research estimates

SIT - Sales bridge in FY21 SIT - EBITDA bridge in FY21
Heating: +41,5 Includes Water
Gas Metering: -10,3 Metering

380,5
51,0

31,2

19,8

AN
Water Metering

EBITDA adj Vol/Mix Prices, net Operations Forex, net Other EBITDA adj
2020 Vol/Mix Prices Forex 2021 FY 2020 FY 2021
Source: Company data Source: Company data
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Earnings Outlook

Due to the increased uncertainties concerning supply chain constraints, cost inflation, No outlook provided due to
and the impact of the Russia/Ukraine crisis, SIT did not provide any specific outlook for uncertainties

2022. Still, the company is confident that the positive frend of its reference market will

continue, in particular for the Heating division. The slowdown of profitability at the Smart

Metering division should be surpassed in 2022 as SIT should benefit from new contracts

at higher prices while the company expects to start to penetrate the UK and Indian

markets with its smart gas metering solutions.

2022 should see the impact of the Ukraine-Russia conflict: SIT's direct sales in Russia are One strategic supplier in Ukraine
around 5% of the heating revenues (or around EUR 15M) and the company has no supplying 25% of assembled
assets in the country. However, SIT also has a strategic supplier, part of a US multinationall circuit boards for Heating

group, of electronic components (assembled circuit boards) in Ukraine (in the west part
of the country, were the conflict is still not present), supplying 25% of SIT's needs. For this
reason the company has put in place a contingency plan to replace this supplier or
insource the production of and assembled circuit boards.

We believe the contingency plan could temporarily slow down the transfer of 2022E estimates: EBITDA reduction
production in Tunisia, which is currently running at 30% capacity, keeping its industrial due to the Russia-Ukraine conflict
site in Holland operational. In our view, this would imply higher production costs,

particularly on labour costs as the transfer of part of the production to the new plant in

Tunisia would take longer, with an impact on the EBITDA margin this year. We therefore

reduced our EBITDA estimate by 5.3%, leading fo a net result of EUR 14.5M, 19% below

our previous forecast. Clearly the duration and the potential escalation of the Russia-

Ukraine conflict could jeopardise our estimates. Net debt is now expected at EUR 99.7M

as we increased our capex estimate (tfo EUR 25.4M) and included in our estimate some

tfrade NWC absorption.

2023 should see an easing of the current challenging conditions of the supply chain while Margins recovery expected in
the transfer of part of the production in Tunisia should be at regime (the company expects to 2023-24
run at 60% production capacity in Tunisia by the end of 2022) and therefore we expect a

sizeable EBITDA margin improvement. The net result should surpass EUR 20M in 2023E. We also

added our 2024E estimates, which point to a top-ine growth of around 5%, sustained by the
replacement of central heating systems, old boilers and water heaters with lower

energy consumption appliances and by the recovery of the Smart Gas Metering

business which should come from the development of the UK and Indian markets and

the rebound of the Italian market linked to the replacement of old gas meters (we recall

that the roll-out started in 2017). The EBITDA margin should further improve with a net

result expected at around EUR 23.6M. Cash generation should remain healthy up to 2024E

and we believe net debt should be progressively reduced to around EUR 60M at Dec-24.
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SIT - Estimates revision (FY22E-24E)

2022E 2022E 2022E 2023E 2023E 2023E 2024E
EUR M oid New New/Old % old New New/Old % New
Total sales 412.2 399.5 -3.1 432.1 418.7 -3.1 439.3
Core sales 409.0 394.0 -3.7| 428.8 413.1 -3.7| 433.6
o/w Heating 337.0 322.0 -4.5 353.8 338.1 -4.4 351.6
o/w Smart Metering 72.0 72.0 0.0 75.0 75.0 0.0 82.0
EBITDA Adj. 54.6 51.7 -5.3 61.1 59.2 -3.0 63.9
% margin 13.3 13.1 14.2 14.3 14.7
EBIT 26.1 23.1 -11.3 31.8 29.8 -6.3 33.6
% margin 6.4 559 7.4 7.2 7.7
Net result 17.9 14.5 -19.0 23.4 20.7 -11.4 23.6
Net result Adj. 17.9 14.5 -19.0 23.4 20.7 -11.4 23.6
Net Debt/(Cash) 102.6 99.7 -2.8] 81.5 81.0 -0.6 59.8
A: actual; E: estimates; Source: Company data and Intesa Sanpaolo Research
SIT - Revenues, EBITDA margin and EBIT margin trend (EUR M, %) SIT - NOPAT margin, Capital Turnover and ROCE trend
500.0 7 18.0%  12.0% 1 2.00
16.0%
] 10.0% 1
400.0 _/\ \/ 14.0% 1.50
300.0 1 12.0% 8.0%
;OO';% 6.0% 1.00
200.0 1 e
6.0% 4.0%
1000 1 40% o0 ] 050
2.0% ’
0.0 T T T T T T T T T T v 0.0% 0.0% T T T T T T v 0.00

2014 2015 2016 2017 2018 2019 2020 2021 2022E2023E2024E

Sales e EB|TDA margin Adj. e EB|T margin

2014 2015 2016 2017 2018 2019 2020 2021 2022E2023E2024E
= NOPAT margin (RH) e ROCE (RH)
e Capital furnover (LH)

A: actual; E: estimates; Source: Company data and Intesa Sanpaolo Research

A: actual; E: estimates; Source: Company data and Intesa Sanpaolo Research

Intesa Sanpaolo Research Department



SIT 29 March 2022

Valuation

Our new target price of EUR 12.4/share (from EUR 13.7/share) reflects our new estimates but
also the drop of the market (our peer sample was down 13.6% YTD and also SIT declined by
23.7%) and offers 51.2% upside prompting us fo confirm our BUY rating. We believe SIT
represents an attractive long-term investment, due to its technological leadership in the
Heating sector where it is a frontrunner in hydrogen transition, its strong free cash flow
generation, ifs diversification strategy, reduction of production costs thanks to the new plant
in Tunisia, a robust balance sheet and the current significant undervaluation, with an average
discount to peers of around 48% (57% on 2021-23 EV/EBITDA and 39% on P/E).

SIT - Valuation summary

Method - EUR New valuation Weighting % 02/02/2022 Delta %
DCF 1.7 33 11.6 0.9
Italian companies 11.6 33 14.0 -17.3
International companies (30% discount) 14.1 33 15.4 -8.6
Target price 12.4 13.7 -8.9
Current price 8.20 9.68 -15.3
Potential upside % 51.2% 41.1%

Source: Intesa Sanpaolo Research estimates

Our target price is based on the average of a DCF (fair value of EUR 11.7/share) and
relative valuations based on both the average of the multiples of international
companies (applying a 30% discount to reflect the company’s low liquidity and smaller
size compared fo other listed companies) and the average of certain Italian industrial
companies. This gives a fair value of EUR 14.1/share using intfernational companies and
EUR 11.6/share using Italian companies.

Our DCF valuation incorporates a WACC of 7.8% based on the following assumptions: risk-
free rate at 1.75% (from 1.0% previously), market risk premium at 6.25% (from 6.5%), Beta
levered at 1.6x (based on the average beta of European Machinery sector; Source:
Damodaran Jan-22) and a perpetual growth rate of 2.0%. Our DCF valuation implies a 6.1x
EV/EBITDA af terminal value.

SIT - DCF valuation

EURM % Weighting Per share (EUR)

Sum of PV 2022-30 FCF 149.1 36.9 5.96
Terminal value 255.5 63.1 10.22
Total Enterprise value 404.6 100.0 16.18
- Pension Provision (5.8) (0.23)
- Net cash (debt) (106.7) (4.27)
Total Equity value 292.1 11.68
Fully diluted number of shares (m) 25.0

Fair value per share (EUR) 11.68

Source: Intesa Sanpaolo Research estimates
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SIT - Peer comparison based on international peers

Market Cap. P/E EV/EBITDA

X (EUR M) 2022E 2023E| 2022E 2023E
Bucher Industries 3,781 13.8 13.4 7.3 6.9
Beijer Ref 6,033 47.3 41.2) 28.5 25.1
Emerson Electric 52,760 19.5 17.8 12.8 11.5
Honeywell 121,241 22.5 20.1 15.8 14.4
Trane Technologies 32,828 21.9 19.7] 15.0 13.9
Landis + Gyr 1,728 17.5 14.4 9.8 8.3
Lindab International 1,710 17.1 16.1 10.3 9.5
NIBE Industrier 18,802 53.0 46.5 31.2 27.7
Resideo Technologies 3,278 12.4 10.8 5.4 3.9
Schneider Electric 85,810 21.7 19.4 14.5 13.0
SPX Corporation 1,984 17.8 15.3 10.2 8.6
Sulzer 2,610 14.5 13.3 6.8 6.2
Weir Group 5,488 19.7 17.6) 12.0 10.8
Average 23.0 20.5] 13.8 12.3
SIT at market price* 206 14.2 9.9 6.0 4.9

% premium (discount) % -38.2 -51.5 -56.5 -59.9
Price at market close on 24/03/2022; Source: FactSet and *Intesa Sanpaolo Research estimates
SIT - Peer comparison based on ltalian companies

Market Cap. P/E EV/EBITDA

X (EUR M) 2022E 2023E| 2022E 2023E
Gefran 140 1.1 10.5 5.2 4.7
Interpump 4,958 20.2 19.0 12.3 1.3
LU-VE 412 17.4 13.8 8.5 7.1
Sabaf 234 8.6 7.8 5.4 4.7
Ariston 3,130 19.1 17.2 8.7 8.0
Average 15.3 13.7, 8.0 7.2

SIT at market price* 14.2 9.9 6.0 4.9

% premium (discount) % -7.1 -27.3] -25.0 -31.1
Price at market close on 24/03/2022; Source: FactSet and *Intesa Sanpaolo Research estimates
SIT - Valuation with trading multiples

P/E EV/EBITDA

X 2022E 2023E 2022E 2023E
Average International peers 23.0 20.5 13.8 12.3
Net profit 14.5 20.7
EBITDA 51.7 59.2
EV 714.6 728.5
Net debt -99.7 -81.0
Equity value 333.1 424.2 614.9 647.5
Value per share (EUR) 13.3 16.9) 245 25.8
Average ltalian companies 153 13.7 8.0 7.2
Neft profit 14.5 20.7|
EBITDA 51.7 59.2
EV 414.5 424.2
Net debt -99.7 -81.0
Equity value 221.7 283.2 314.8 343.1
Value per share (EUR) 8.8 11.3 12.5 13.7

Source: Intesa Sanpaolo Research estimates
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At our target price, SIT would trade af 8.1x 2022E EV/EBITDA which is sfill below the average
mulfiple of our peers’ sample of infernational companies (13.8x) and in line with Italian
companies. P/Ewould stand at 21.5x vs. 23.0x for international companies and 15.3x for Italian
companies.

SIT — Implicit multiples in our EUR 12.4/sh target price

X 2022E 2023E 2024E
P/E 21.5 15.0 13.2
EV/EBITDA 8.1 6.7 5.9
EV/EBIT 18.0 13.3 1.2
EV/Sales 1.06 0.96 0.87
EV/CE 1.60 1.56 1.52
P/BV 1.94 1.79 1.66
P/CF 7.79 6.81 6.02

Source: Intesa Sanpaolo Research estimates
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ESG Corner

Sustainability is part of SIT's mission and vision and, since 2018, the company publishes
a sustainability report and monitors the environmental, social and economic impacts
of its business activities, with a view to continuous improvements. In addition, SIT has
begun numerous collaborations with leading institutions, universities and trade
associations in order to define the near future for the use of alternative gases in
domestic use. Hydrogen, particularly, is a leading driver of development. In this areaq,
SIT is working alongside the most significant mulfinational firms, those for whom it has
always been a strategic supplier.

SIT - ESG green paper

MISSION

“Our commitment is to create smart solutions
for climate contral and consumption measurems
for a more sustainable world™

* INCREASED
* DATA DRIVE

F PROCESSES
RENCY & MONITORING OF RESOURCES
£8 FOR CUSTOMER

=LONG TERM SUSTAIMABLE ECONOMIC PERFORMANCE
*INTERNATIONAL MARKET PRESENCE

* VALUE DISTRIBUTION AMONG STAKEHOLDERS

* CUSTOMER SATISFACTION

* PEOPLE ENGAGEMENT & DEVELOPMENT

= DIVERSITY, INCLUSION, EQUAL OPPORTUNITIES
= HEALTH & SAFETY

= WELFARE & WORK LIFE BALANCE

STAKEHOLDER:

OGEN { LOW CARBON TRANSITION
EVELOPMENT
WS MANAGEMENT

» DECREASE OF G2 ENISSIONS X UNIT

Source: Company data

SIT Group monitors on a continuous basis the production activities commissioning to Environmental sustainability
external laboratories to analyse and report the compliance to the environmental
regulation and intends to adopt a Carbon Footprint Systematic Approach to assess its
impact on the environment in terms of carbon dioxide (CO2) emissions resulting from
the manufacture of three product categories: valves, electronic circuit boards, and
fans. The company has implemented an Environmental Management System (EMS) at
its production facilities in Rovigo (Italy), Monterrey (Mexico) and Brasov (Romania). The
system defines specific monitoring and confrol procedures, assigns clear roles and
responsibilities, and guarantees active communication with stakeholders and control
bodies. The system also requires the production facilities to annually define initiatives to
improve environmental performance.

SIT is committed to guaranteeing respect for diversity, the rights of individuals, general Social sustainability
well-being and professional growth. At the end of December 2020, the company has
2,484 employees, including the workforce of companies established and acquired by
SIT in the second half of 2020 with a strong percentage of female (around 61% of the
total workforce). Approximately 72% of group employees work in offices and facilities
in Italy and Romania. Injury data for 2020 highlight the group’s effective commitment
toreducing its employee injury rate. Commitment takes the form of technical measures,
such as increasing automation and designing appropriate workstations, as well as

10 Intesa Sanpaolo Research Department
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enlisting expert employees to provide specific fraining. A total of 11 workplace injuries
(applying to both employees and external workers) occurred across the group sites
during 2020. No injury occurred causing serious consequences for workers. A total of
approximately 51,368 fraining hours were provided during 2020, of which 60% for health
and safety training.

SIT's Board has 7 Directors, of which 4 are independent and 3 are female. One Director Corporate governance
has been appoinfed in charge for ESG. The company also has a Code of Ethics and a
Control, Risks and Sustainability Committee, which supports the evaluation and decision
of the Board of Directors concerning the Internal Control and Risk Management System,
in addition fo those concerning the approval of the relative periodic financial reports
and non-financial statements. In July 2021 was appointed an executive Director in
charge for sustainability which infroduced a new sustainability governance while SIT
adopted a long-term incentive program with 20% of pay-out related to ESG KPI. We
also highlight that 2021 MBO program includes ESG targets with 20-25% weight on total

KPI.
We also recall that in 2021 SIT has signed two loans at favourable financial conditions Savings from loans related to the
related to the achievement of sustainability fargets for a total value of EUR 130M. achievement of ESG goals

Intesa Sanpaolo Research Department 11
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SIT - Key Data
Rating Target price (EUR/sh) Mkt price (EUR/sh) Sector
BUY Ord 12.4 Ord 8.16 Engineering & Machinery
Values per share (EUR) 2019A 2020A 2021A 2022E 2023E 2024E
No. ordinary shares (M) 25.01 25.01 25.09 25.11 25.11 25.11
Total no. of shares (M) 25.01 25.01 25.09 25.11 25.11 25.11
Market cap (EUR M) 195.13 124.79 214.31 204.90 204.90 204.90
Adj. EPS 0.60 0.54 0.65 0.58 0.83 0.94
CFPS 0.78 0.74 1.5 1.6 1.8 2.1
BVPS 5.9 6.1 6.1 6.4 6.9 7.5
Dividend ord 0.14 0.28 0.30 0.30 0.40 0.45
Income statement (EUR M) 2019A 2020A 2021A 2022E 2023E 2024E
Revenues 352.2 320.7 380.5 399.5 418.7 439.3
EBITDA 48.74 43.62 51.22 51.73 59.24 63.92
EBIT 24.73 19.62 24.33 23.14 29.79 33.57
Pre-tax income 21.32 15.99 11.71 19.08 27.29 31.07
Net income 19.93 13.23 8.24 14.50 20.74 23.62
Adj. netincome 14.90 13.41 16.31 14.50 20.74 23.62
Cash flow (EUR M) 2019A 2020A 2021A 2022E 2023E 2024E
Net income before minorities 19.9 13.2 8.2 14.5 20.7 23.6
Depreciation and provisions 24.0 24.0 26.9 28.6 29.5 30.3
Others/Uses of funds -18.9 -3.8 -1.7 11.5 -1.3 -1.3
Change in working capital -5.5 -14.8 4.4 -14.6 -3.2 -1.0
Operating cash flow 19.5 18.6 37.8 40.0 45.7 51.7
Capital expenditure -23.0 -12.7 -26.1 -25.4 -19.5 -20.5
Financial investments 0 0 0 0 0 0
Acquisitions and disposals 0 -28.4 0 0 0 0
Free cash flow -3.4 -22.5 1.7 14.5 26.2 31.2
Dividends -7.0 -3.5 -6.9 -7.5 -7.5 -10.0
Equity changes & Non-op items 3.3 -11.3 4.2 0 0 0
Net cash flow -7.1 -37.4 9.0 7.0 18.7 21.2
Balance sheet (EUR M) 2019A 2020A 2021A 2022E 2023E 2024E
Net capital employed 226.0 269.0 260.4 260.4 254.9 247.2
of which associates 0 0 0 0 0 0
Net debt/-cash 78.4 115.8 106.7 99.7 81.0 59.8
Minorities 0 0 0 0 0 0
Net equity 147.6 153.2 153.7 160.6 173.9 187.4
Minorities value 0 0 0 0 0 0
Enterprise value 273.5 240.5 321.0 304.6 285.9 264.7
Stock market ratios (x) 2019A 2020A 2021A 2022E 2023E 2024E
Adj. P/E 13.1 9.3 13.1 14.1 9.9 8.7
P/CFPS 10.0 6.7 5.7 5.1 4.5 4.0
P/BVPS 1.3 0.81 1.4 1.3 1.2 1.1
Payout (%) 23 52 46 52 48 48
Dividend yield (% ord) 1.8 5.6 3.5 3.7 4.9 5.5
FCF yield (%) -1.8 -18.0 5.5 7.1 12.8 15.2
EV/sales 0.78 0.75 0.84 0.76 0.68 0.60
EV/EBITDA 5.6 5.5 6.3 5.9 4.8 4.1
EV/EBIT 1.1 12.3 13.2 13.2 9.6 7.9
EV/CE 1.2 0.89 1.2 1.2 1.1 1.1
D/EBITDA 1.6 2.7 2.1 1.9 1.4 0.94
D/EBIT 3.2 5.9 4.4 4.3 2.7 1.8
Profitability & financial ratios (%) 2019A 2020A 2021A 2022E 2023E 2024E
EBITDA margin 13.8 13.6 13.5 12.9 14.1 14.6
EBIT margin 7.0 6.1 6.4 5.8 7.1 7.6
Tax rate 6.5 17.3 29.6 24.0 24.0 24.0
Net income margin 5.7 4.1 2.2 3.6 5.0 5.4
ROCE 10.9 7.3 9.3 8.9 1.7 13.6
ROE 14.6 8.8 5.4 9.2 12.4 13.1
Interest cover 5.9 5.0 1.7 5.7 11.9 13.4
Debt/equity ratio 53.1 75.5 69.5 62.1 46.6 31.9
Growth (%) 2020A 2021A 2022E 2023E 2024E
Sales -8.9 18.6 5.0 4.8 4.9
EBITDA -10.5 17.4 1.0 14.5 7.9
EBIT -20.7 24.0 -4.9 28.7 12.7
Pre-tax income -25.0 -26.8 63.0 43.0 13.9
Netincome -33.6 -37.7 75.9 43.0 13.9
Adj. netincome -10.0 21.6 -1 43.0 13.9

NM: not meaningful; NA: not available; Neg.: negative; A: actual; E: estimates; Source: Company data and Intesa Sanpaolo Research
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Company Snapshot

Company Description

Key Risks

The SIT Group, through its two divisions Heating and Smart Metering,
creates intelligent solutions for the control of environmental conditions
and consumption measurement for a more sustainable world. A
market-leading multinational company, listed on the MTA segment of
Borsa Italiana, SIT aims fo be the number one sustainable partner for
energy and climate control solutions for its customers, focusing on
experimentation and the use of alternative gases with low
environmental profiles. The Group has production sites in Italy, Mexico,
the Netherlands, Romania, China, Tunisia and Portugal, in addition to a
commercial structure covering all global markets.

Company specific risks:

- End of the rollout of smart gas metering in Italy;

- Supply chain risk: in Ukraine there is a strategic supplier

- Potential shortage of components could reduce production

- Large component of goodwill (around 30% of capital employed);

Sector generic risks:

- Inflation risk

- Regulatory risk;

- Lengthy time to market for new products due to the lenght of the testing
and homologation process.

Key data Estimates vs. consensus
Mkt price (EUR) 8.16  Free float (%) 26.1  EUR M (Y/E Dec) 2021A 2022E 2023E 2024E
No. of shares 25.09  Major shr SIT Tech.
| b . X 439.

52Wk range (EUR) 120/7.1 (%) 734 S0l e 7R 47
Reuters SIT.MI Bloomberg SIT IM EBITDA S OO 63.92
Performance (%) Absolute Rel. FISEIT Allsh  EBIT 2433 23.14 2979 3357
1M 73 -IM 29  Pre-faxincome 11.71  19.08 2729 31.07
3M 223 -3M 143  Netincome 8.24 1450 20.74 23.62
-12M 12.7  -12M 10.9 EPS 0.65 0.58 0.83 0.94
Sales breakdown by product (%) Sales breakdown by geography (%)

Smart

Metering, Asia, 8.5

20.5

Italy, 28.5

Heating, 79.5

Americas,
19.8

Europe, 44.6

Source: Company data, Intesa Sanpaolo Research estimates and FactSet consensus data (priced at market close of 25/03/2022)

Our Mid Corporate Definition

Italy is characterised by a large number of non-listed and listed micro, small and medium-sized companies. Looking at the revenues
of these Italian companies, around 5,000 companies eligible for listing have revenues below EUR 1,500M based on Intesa Sanpaolo
elaborations. We define these companies as ‘Mid Corporate’. Looking more specifically at Italian listed companies, we include in our

Mid Corporate segment all STAR companies and those with a market capitalisation below EUR 1Bn.
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Disclaimer

Analyst certification
The financial analyst who prepared this report, and whose name and role appear on the first page, certifies that:

1. The views expressed on the company mentioned herein accurately reflect independent, fair and balanced personal views; 2. No direct
or indirect compensation has been or will be received in exchange for any views expressed.

Specific disclosures
Bl Neither the analyst nor any person closely associated with the analyst has a financial interest in the securities of the company.

Bl Neither the analyst nor any person closely associated with the analyst serves as an officer, director or advisory board member of the
company.

B The analyst named in the document is a member of AIAF.

|

The analyst named in this document is not registered with or qualified by FINRA, the U.S. regulatory body with oversight over Intesa
Sanpoolo IMI Securities Corp. Accordingly, the analyst may not be subject to FINRA Rule 2241 and NYSE Rule 472 with respect to
communications with a subject company, public appearances and trading securities in a personal account. For additional
information, please contact the Compliance Department of Intesa Sanpaolo IMI Securities Corp. at 212-326-1133.

B The analyst of this report does not receive bonuses, salaries, or any other form of compensation that is based upon specific investment
banking transactions.

B Theresearch department supervisors do not have a financial interest in the securities of the company.

This research has been prepared by Intesa Sanpaolo SpA, and is distributed by Intesa Sanpaolo SpA, Intesa Sanpaolo-London Branch (a
member of the London Stock Exchange) and Intesa Sanpaolo IMI Securities Corp. (a member of the NYSE and FINRA). Intesa Sanpaolo
SpA accepts full responsibility for the contents of this report and also reserves the right to issue this document to its own clients. Intesa
Sanpoolo SpA, is authorised by the Banca d'ltalia and is regulated by the Financial Services Authority in the conduct of designated
investment business in the UK and by the SEC for the conduct of US business.

Opinions and estimates in this research are as at the date of this material and are subject to change without notice to the recipient.
Information and opinions have been obtained from sources believed to be reliable, but no representation or warranty is made as to their
accuracy or correctness. Past performance is not a guarantee of future results. The investments and strategies discussed in this research
may not be suitable for all investors. If you are in any doubt you should consult your investment advisor.

This report has been prepared solely for information purposes and is not intended as an offer or solicitation with respect to the purchase or sale
of any financial products. It should not be regarded as a substitute for the exercise of the recipient’s own judgment. No Infesa Sanpaolo SpA
entity accepts any liability whatsoever for any direct, consequential or indirect loss arising from any use of material contained in this report. This
document may only be reproduced or published with the name of Intesa Sanpaolo SpA.

Intesa Sanpaolo SpA has in place the Conflicts of Interest Management Rules for managing effectively the conflicts of interest which might
affect the impartiality of all investment research which is held out, or where it is reasonable for the user to rely on the research, as being an
impartial assessment of the value or prospects of its subject matter. A copy of these Rules is available to the recipient of this research upon
making a written request to the Compliance Officer, Intesa Sanpaolo SpA, C.so Matteottin® 1, 20121 Milan (M) Italy. Infesa Sanpaolo SpA
has formalised a set of principles and procedures for dealing with conflicts of interest (“Rules for Research™). The Rules for Research is clearly
explained in the relevant section of Intesa Sanpaolo’s website (www.intesasanpaolo.com).

Member companies of the Intesa Sanpaolo Group, or their directors and/or representatives and/or employees and/or persons closely
associated with them, may have a long or short position in any securities mentioned at any fime, and may make a purchase and/or sale,
or offer to make a purchase and/or sale, of any of the securities from time to time in the open market or otherwise.

This document has been prepared and issued for, and thereof is infended for use by, MiFID |l eligible counterparties/professional clients
(other than elective professional clients) or otherwise by market professionals or institutional investors only, who are financially sophisticated
and capable of evaluating investment risks independently, both in general and with regard to particular transactions and investment
strategies.

Therefore, such materials may not be suitable for all investors and recipients are urged to seek the advice of their independent financial
advisor for any necessary explanation of the contents thereof.

Persons and residents in the UK: this document is not for distribution in the United Kingdom to persons who would be defined as private
customers under rules of the Financial Conduct Authority.

US persons: This document is intended for distribution in the United States only to Major US Institutional Investors as defined in SEC Rule
150-6. US Customers wishing to effect a fransaction should do so only by contacting a representative at Intesa Sanpaolo IMI Securities
Corp. in the US (see contact details below).

Intfesa Sanpaolo SpA issues and circulates research fo Major Institutional Investors in the USA only through Intesa Sanpaolo IMI Securities
Corp., 1 William Street, New York, NY 10004, USA, Tel: (1) 212 326 1150.
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Inducements in relation to research

This document has been prepared and issued for, and thereof is intended for use by, MIFID 2 eligible counterparties/professional clients (other than
elective professional clients) or otherwise by market professionals or institutional investors only, who are financially sophisticated and capable of
evaluating investment risks independently, both in general and with regard to specific transactions and investment strategies.

Therefore, such materials may not be suitable for all investors and recipients are urged to seek the advice of their independent financial
advisor for any necessary explanation of the contents thereof.

Pursuant to the provisions of Delegated Directive (EU) 2017/593, this document can be qudlified as an acceptable minor non-monetary benefit

asitis:

W Written material from a third party that is commissioned and paid for by a corporate issuer or potential issuer to promote a new issuance
by the company, or where the third party firm is contractually engaged and paid by the issuer to produce such material on an ongoing
basis (Specialist/Corporate Broker/Sponsor contract), provided that the relationship is clearly disclosed in the material and that the
material is made available at the same time to any investment firms wishing to receive it or to the general public - Delegated
Directive(EU) 2017/593 - art. 12 paragraph 3.

Distribution Method

This document is for the exclusive use of the person to whom it is delivered by Intesa Sanpaolo and may not be reproduced, redistributed, directly
orindirectly, to third parties or published, in whole orin part, for any reason, without prior consent expressed by Intesa Sanpaolo. The copyright and
all other infellectual property rights on the data, information, opinions and assessments referred to in this information document are the exclusive
domain of the Intesa Sanpaolo banking group, unless otherwise indicated. Such data, information, opinions and assessments cannot be the
subject of further distribution or reproduction in any form and using any technique, even partially, except with express written consent by Intesa
Sanpaolo.

Persons who receive this document are obliged fo comply with the above indications.
Coverage policy and frequency of research reports

The list of companies covered by the Research Department is available upon request. Intesa Sanpaolo SpA aims to provide continuous coverage
of the companies on the list in conjunction with the timing of periodical accounting reports and any exceptional event that affects the issuer’s
operations. The companies for which Intesa Sanpaolo SpA acts as sponsor or specidlist or other regulated roles are covered in compliance with
regulations issued by regulatory bodies with jurisdiction. In the case of a short note, we advise investors to refer to the most recent company report
published by Intesa Sanpaolo SpA's Research Department for a full analysis of valuation methodology, earnings assumptions, risks and the historical
of recommendation and target price. In the Equity Daily note and Weekly Preview report the Research Department reconfirms the previously
published ratings and target prices on the covered companies (or alternatively such ratings and target prices may be placed Under Review).
Research qualified as a minor non-monetary benefit pursuant to provisions of Delegated Directive (EUR) 2017/593 is freely available on the IMI
Corporate & Investment Banking Division web site (www.imi.intesasanpaolo.com); all other research is available by contacting your sales
representative.

Equity Research Publications in Last 12M

The list of all recommendations on any financial instrument or issuer produced by Intesa Sanpaolo Research Department and distributed
during the preceding 12-month period is available on the Intesa Sanpaolo website at the following address:

https://group.intesasanpaolo.com/en/research/ReqgulatoryDisclosures/archive-of-intesa-sanpaolo-group-s-conflicts-of-interest0
Valuation methodology (long-term horizon: 12M)
The Intesa Sanpaolo SpA Equity Research Department values the companies for which it assigns recommendations as follows:

We obtain a fair value using a number of valuation methodologies including: discounted cash flow method (DCF), dividend discount model
(DDM), embedded value methodology, retumn on allocated capital, break-up value, asset-based valuation method, sum-of-the-parts, and
multiples-based models (for example PE, P/BV, PCF, EV/Sales, EV/EBITDA, EV/EBIT, etc.). The financial analysts use the above valuation methods
alternatively and/or jointly at their discretion. The assigned target price may differ from the fair value, as it also takes info account overall
market/sector conditions, corporate/market events, and corporate specifics (ie, holding discounts) reasonably considered to be possible drivers
of the company’s share price performance. These factors may also be assessed using the methodologies indicated above.

Equity rating key: (long-term horizon: 12M)

In its recommendations, Intesa Sanpaolo SpA uses an “absolute™ rating system, which is not related to market performance and whose key
is reported below:
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Equity Rating Key (long-term horizon: 12M)

Long-term rating Definition

BUY If the target price is 20% higher than the market price

ADD If the target price is 10%-20% higher than the market price

HOLD If the target price is 10% below or 10% above the market price

REDUCE If the target price is 10%-20% lower than the market price

SELL If the target price is 20% lower than the market price

RATING SUSPENDED The investment rating and target price for this stock have been suspended as there is not a sufficient

fundamental basis for determining an investment rating or target. The previous investment rating and target
price, if any, are no longer in effect for this stock.

NO RATING The company is or may be covered by the Research Department but no rating or target price is assigned either
voluntarily or fo comply with applicable regulations and/or firm policies in certain circumstances.

TENDER SHARES We advise investors to tender the shares to the offer.

TARGET PRICE The market price that the analyst believes the share may reach within a one-year time horizon

MARKET PRICE Closing price on the day before the issue date of the report, as indicated on the first page, except

where otherwise indicated

Historical recommendations and target price trends (long-term horizon: 12M)

The 12M rating and target price history chorT(s) for The companies currently under our coverage can also be found at InTeso Sanpaolo’s
website/Research/Regulatory  disclosures:
Note: please also refer to https://group. mTesosonpooIo com/lf/reseorch/equﬁy———cred|’r research/equity in applicable cases for the ISP-UBI Equﬁy
Ratings Reconciliation Table, the archive of ex-UBI's previously published research reports and 12M historical recommendations.

Target price and market price frend (-1Y) Historical recommendations and target price trend (-1Y)
Date Rating TP (EUR) Mkt Price (EUR)
12.88 02-Feb-22 BUY 13.7 9.6
14.00 ’—’_\_ 11-Nov-21 BUY 15.4 11.1
}g-gg 27-Sep-21 BUY 14.5 10.6
1100 | = 14-May-21 BUY 12.1 7.6
10.00
900 12-Apr-21 BUY 11.1 7.5
8.00
7.00 T T T T
Mar-21 Jun-21 Sep-21 Dec-21 Mar-22
SIT-IT — Target Price
Equity rating allocations (long-term horizon: 12M)
Intesa Sanpaolo Research Rating Distribution (at January 2022)
Number of companies considered: 124 BUY ADD HOLD REDUCE SELL
Total Equity Research Coverage relating to last rating (%)* 48 31 21 0 0
of which Intesa Sanpaolo’s Clients (%)** 82 63 54 0 0

* Last rating refers to rating as at end of the previous quarter; ** Companies on behalf of whom Intesa Sanpaolo and the other companies of the Intesa Sanpaolo Group have
provided corporate and Investment banking services in the last 12 months; percentage of clients in each rating category

Valuation methodology (short-term horizon: 3M)

Our short-term investment ideas are based on ongoing special market situations, including among others: spreads between share
categories; holding companies vs. subsidiaries; stub; control chain reshuffling; stressed capital situations; potential extraordinary deals
(including capital increase/delisting/extraordinary dividends); and preys and predators. Investment ideas are presented either in relative
terms (e.g. spread ordinary vs. savings; holding vs. subsidiaries) or in absolute ferms (e.g. preys).

The companies to which we assign short-term ratings are under regular coverage by our research analysts and, as such, are subject to
fundamental analysis and long-term recommendations. The main differences attain to the time horizon considered (monthly vs. yearly)
and definitions (short-term ‘long/short’ vs. long-term ‘buy/sell’). Note that the short-term relative recommendations of these investment
ideas may differ from our long-term recommendations. We monitor the monthly performance of our short-term investment ideas and follow
them until their closure.
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Equity rating key (short-term horizon: 3M)

Short-term rating Definition

LONG Stock price expected to rise or outperform within three months from the time the rating was assigned due to
a specific catalyst or event

SHORT Stock price expected to fall or underperform within three months from the time the rating was assigned due

to a specific catalyst or event

Company-specific disclosures

Intesa Sanpaolo S.p.A. and the other companies belonging to the Intesa Sanpaolo Banking Group (hereafter the “Intesa Sanpaolo Banking
Group”) have adopted written guidelines "Organisational, Management and Control Model” pursuant to Legislative Decree 8 June 2001
no. 231 (available at the Intesa Sanpaolo welbsite, https://group.intesasanpaolo.com/en/governance/leg-decree-231-2001) setting forth
practices and procedures, in accordance with applicable regulations by the competent Italian authorities and best international practice,
including those known as Information Barriers, to restrict the flow of information, namely inside and/or confidential information, to prevent
the misuse of such information and to prevent any conflicts of interest arising from the many activities of the Intesa Sanpaolo Banking
Group, which may adversely affect the interests of the customer in accordance with current regulations.

In particular, the description of the measures taken to manage interest and conflicts of interest — related to Articles 5 and é of the
Commission Delegated Regulation (EU) 2016/958 of 9 March 2016 supplementing Regulation (EU) No. 596/2014 of the European Parliament
and of the Council with regard to regulatory technical standards for the fechnical arrangements for objective presentation of investment
recommendations or other information recommending or suggesting an investment strategy and for disclosure of particular interests or
indications of conflicts of interest as subsequently amended and supplemented, the FINRA Rule 2241, as well as the Financial Conduct
Authority Conduct of Business Sourcebook rules COBS 12.4 - between the Intesa Sanpaolo Banking Group and issuers of financial
instruments, and their group companies, and referred to in research products produced by analysts at Intesa Sanpaolo S.p.A. is available
in the "Rules for Research " and in the exfract of the "Corporate model on the management of inside information and conflicts of interest"
published on the website of Infesa Sanpaolo S.p.A.

At the Intesa Sanpaolo website, webpage htips://group.intesasanpaolo.com/en/research/RegulatoryDisclosures/archive-of-intesa-
sanpaolo-group-s-conflicts-of-interest you can find the archive of disclosure of interests or conflicts of interest of the Intesa Sanpaolo Banking
Group in compliance with the applicable laws and regulations.

Furthermore, we disclose the following information on the Intesa Sanpaolo Banking Group's conflicts of interest.

W One or more of the companies of the Intfesa Sanpaolo Banking Group plan to solicit investment banking business or intends to seek
compensation from SIT in the next three months

B One or more of the companies of the Intesa Sanpaolo Banking Group have an equity stake of 1% or more in SIT or in the Company
that has a controlling interest in SIT or in the major shareholder of SIT

W One or more of the companies of the Intesa Sanpaolo Banking Group have a Long position larger than the 0.5% of the issued share
capital of SIT

B Infesa Sanpaolo acts as Corporate Broker relative to securities issued by SIT
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